SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

{in thousands)
Three Months
Ended Years Ended Six Months Ended
December 31, Decewber 31, June 30,
% m %R 1992 1%
Uaaudited)

NET CASH FL.OWS FROM OPERATING AC-
TIVITIES .. et eese $2,757 § 2,424 $15,662 $3,551 $17,756

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property and equipment, net of

disposals and capital lease obligations assumed - (1,730) (426) (194) {95)
Loans to officers and affiliates, net of noncash

Memof $1,496 1991 ... ........cavnnnan... (70) (653) (809) (699) (13)
Repayments of loans to officers and affiliates .. 231 109 184 15 102
Acquisition of WPGH, Inc. .................. - (55 M) - - -
Procecds from life insurance benefits .......... - - 1,075

Net cash flows from investing activities ..... 161 _(572748) (1 051) (878) 959

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from notes payable and commercial
bank financing, net of noncash items of $15,006

and $3,06) in 1990 and 1991, respectively . ... 4,549 77,258 25,037 8036 3,150
Issuance of warrants ...............cc.o.iu.. - 11,606 - - -
Purchasc of warmants ................cccnvunnn - - - - (1,350)
Repayments of notes payable, commercial bank

financing and capital leases ... ............. (2,894)  (31,709) (28,778) (6,347} (17,282)
Payments on program contracts payable ....... {1,171) {4,688) (10,427) (4,619} _(3,941)

Net cash flows from financing activities ..... 484 52,467 (14,168) (2,930) {19,423)

Netincrease {decrease) in cash and cash equiv-

17 1 1SN 3,402 (2,383) 443 (257) (708)
CASH AND CASH EQUIVALENTS, beginniog of
PETIOd ... .iii.iiiritiraiat i iaeriaaanraas 361 3,763 _ 1,380 1,380 1,823
CASH AND CASH EQUIVALENTS, end of pe-
3 1o« $3,763 § 1,380 § 1,823 $1,023 § 1,115
SUPPLEMENTAL DISCLOSURE OF CASH
PAID FOR:
L1 01T $ 33 § 5604 $13,192 $7.357 $ 4592
INCOME taXES .. ouinit i iae et iirneananaans $ 415 § 3628 489 §$ Bl $ 535

The accompanying notes are an integral part of these consolidated statements.
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 1990, 1991 AND 1992, JUNE 3¢, 1992 (UNAUDITED) AND 1993

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Presentation

The accompanying consolidated financial statements, prepared on the accrual basis of accounting,
include the accounts of Sinclair Broadcast Group, Inc. (SBG), Commercial Radio Institute, Inc. (CRI),
Chesapeake Television, Inc. (WBFF), WPGH, Inc. (WPGH) and WTTE Channel 28, Inc. (WTTE) and
8l other subsidiaries. Through August 1993, CR1 was a wholly-owned subsidiary of SBG, and WBFF,

WPGH and WTTE are wholly-owned subsidiaries of CRL In September 1993, CRI was merged into
SBG.

On September 30, 1990, SBG issued notes payable to former SBG majority owners in the aggre-
Rate amount of $14,215,000 in consideratior of stock redemptions. Through the notes, the farmer
majority owners have subotdinated security interests in all of the assets of the Compauies. The notes
include stated interest rates of 8.75%, although the effective interest rate approximates 9.4%, and are
personally guaranteed by the current stockholders of SBG. As of December 31, 1991 and 1992, SBG
had prepaid approximately $689,000 and $469,000 of the rclated interest. The motes are due May 31,
2005. The stock redemption was accounted for under the “‘push-down™ method of accounting, as
substantially all of the common stock of SBG became owned by a management control group through
the above-described redemplion of approximately 73% of SBG’s common stock and the transaction
described below. The purchase price was allocated based upon the fair value of the assets and liabili-

ties of the Company and resulied in additional recorded acquired intangible brosdcasting sssets of
$13,759,000.

The accompanying financial statements reflect the results of operations of SBG and subsidiaries
since the redemption date of September 30, 1990, reflecting a new basis of accounting as a result of the
application of *‘push-down’* accounting. Information prior to September 30, 1990, represent the finan-
cial results of the ‘“predecessor” of SBG and subsidiaries. The companies mentioned above, as well as
the predecessor, which are collectively referred to hereafter as “‘the Company or Companles™, own
and operate television stations in Baltimore, Maryland; Pittsburgh, Pennsylvanis; and Columbus, Ohio.

Principles of Consolidation
All significant intercompany transactions and account balances have been eliminated in consoli-
dation.
Cash and Cash Equivalenty
Cash and cash equivalents consist of cash and ovemight investments at 38 commercial bank.

Pragramming

The Companics have agreements with distributors for the rights to television programming over
contract penods which generally run from one to seven years. Contract payments are made in install-
ments over terms that are generally shorter than the contract period. Each contract is recorded as a
liabitity when the license perind begins and the program is available for its first showing. The portion
of the program coniracis payable due within onc year is reflecied as a current liability in the accom-
panying consolidated financial statements.

The rights 10 program materials are reflected in the accompanying consolidated balance sheets at
the lower of unamortized cost ot estimated net realizable value. Estimated net realizable values are
based upon management’s expectation of future advertising revenues to be generated by the program

F8 101




material. Amortization of program contract costs is generally computed under cither the straight-line
method based on license period or based on usage, whichever yields the greater amortization for cach

program. Program contract costs to be amortized in the succeeding year are classified as curremt
assets.

Amortization expense and net realizable value adjusiments were $1,196,000, §9,711,000 and
$16,288,000 for the three months ended December 31, 1990, and the years ended December 31, 1991
and 1992, respectively, and $5,084,000 and $4,888,000 for the six months ended June 30, 1992 and
1993, respectively. Due to programming commitments entered into in 1992, certain program contracts
acquired in connection with the WPGH acquisition were subsequently detenmined to have no value to
the Companies. Approximately $3,000,000 of charges were included in amortization of program con-
tract costs and net realizable value adjustments during 1992 related to these contracts.

WBFF, WTTE and WPGH are affiliated with the Fox Broadcasting Compsny (Fox). Under the
affiliation agreements and subsequent renewals, WBFF, WTTE and WPGH are committed to make
available certain time periods for Fox progremming through October 15, 1998, in exchange for adver-
tising air time and other defined compensation. Net revenues related to these affiliation agreements
were approximately $1,411,000, $6,348,000, $10,698,000, $4,450,000 and $6,032,000, respectively, dur-
ing the three months ended December 31, 1990, the years ended December 31, 1991 and 1992, and
during the yix months ended June 30, 1992 and 1993.

Barter Arvangements

The Companics broadcast certain customers® advertising in exchange for equipment, merchandise
and services. The estimated fair value of the equipment, merchandisc or services to be received is
recorded as deferred barter costs and the correspanding obligation to broadcast advertising is recorded
as deferred barter revenues. The deferred barter costs are expensed or capitalized as they are used,
consuaed or received, Deferred barter revenues are recognized as the related advertising is sired.

Certain program contracts provide for the exchange of advertising air time in liew of cash pay-
ments for the rights 1o such programming. These contracts are recorded as the programs are aired at
the estimated fsir value of the advertising air time given in exchange for the program rights.

Other Assets

Other asscts primarily retate to the $6,000,000 term note, prepaid noncompete agreements and
deferved fimancing costs {see Note 11).

Acquired Intangible Broadcassing Assets

Acquired intangible broadcasting assets are being amortized over periods of 3 to 40 years. These
amounts result from the acquisition of minority interests in 1986 and the stock redemptions in 1988 and
1990 (scc Note 11), as well as the acquisition of WPGH (see Note 13). The weighted average life of the
related asscts which include goodwill and the WPGH FCC license, decaying advertising base, Fox
affiliation agreement and other intangible assets is approximately 9 years,

Interim Financial Statements

The consolideted financial statements for the six months ended June 30, 1992 are unaudited, but in
the opinion of management, such financial statements have been presented on the same basis as the
audited financial statements and include all adjustments, consisting only of normal recurring adjust-

ments necessary for a fair presentation of the financial position and results of operations for that
period.
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2. PROPERTY AND EQUIPMENT:

Property and cquipment are stated at cost, less accumulated deprecistion. Depreciation is com-
puted under the straight-line method over the following estimated usefal lives:

Buildings and improvemems ......... veramans 10 - 35 years
Station equipment ... .....iiiieieniiannnnns 5 — 10 years
Office furniture and equipment ............... 5 — 10 years
Leasehold improvements ...... Ciaeaeseensan 10 — 31 years
Automotive equipment ...........ocianaiinen 3 - Syears

Property and equipment under capital lease ... Shorter of 10 years
or the lease term

Property and equipment consists of the following as of December 31, 1991 and 1992 and June 30,
1993 (in thousands):

December 31, Jume 30,

"1 1m ¥
Land and improvements ................ $ 578 $ 578 $ SB
Buildings and improvements ............ 2,993 2,993 2,993
Leasehold improvemems . .............. 2,128 2,139 2,164
Station equipment ............ PP 8,173 8,455 8,329
Office furniturc and equipment .......... 1,422 1,500 1,608
Automotive equipment . ..............us 31 307 307

Property, equipment and sutos under capi-

tal leases ..... eeeritanaeerateineann _7.631 7,672 7,612
23,236 23,644 23,651

Less— Accumulated depreciation and am-
OTUZAION .« .ooeinenrnnnacrnannnennsn 7,284 9,918 11,099
$15,952 $13,726 $12,552

3. NOTES PAYABLE AND COMMERCIAL BANK FINANCING:

In osder to obtain the necessary financing to purchase WPGH, CRI refinanced its previously
existing $25,000,000 term note on August 30, 1991. The resulting $95,000,000 secured debt facility
consists of $80,000,000 in term loans with annual reductions in equal quarterly instaliments which
began on Scptember 30, 1992. The $80,000,000 term loan consisis of ewo tranches which are payable
aver 73 to 76 months and includes a $57,000,000 interest rate hedging provision. The lenders have also
made available a $15,000,000 senior secured revolving line of credit. A portion of this facility was
restricted in use to scrvice certain obligations to previous minority stockholders as described in

Note 11. As discussed in Note 14, additions) restrictions have been applicd subsequent to June 30,
1993.

CR1] has the option to elect interest rates among various base rates plus certain percentages over
the base rate, which fluctuate depending upon operating cash flows. The agreement imposcs various
restrictions and covenants ot the Campenies including certain restrictions as to dispositions and pur-
chases of assets, dispositions and purchascs of businesses, additional indebtedness, guarantees of
indebtedness, declaration of dividends, issuance or redemptions of common stock, additional loans to
affiliates and the maintenance of certaia financial ratios and cash flow requirements. An availability fee
of 1/2% per annum on any unborrowed committed amount is payable quarterly. Additionally, a pre-
payment fee exists within the first 36 months for any permanent reductioa in the total commitment.

For the revolver partion of the secured debt facility, average borrowings and the highest borrow-
ings outstanding were approximately $2,000,000 and $3,000,000 during 1991, $10,000,000 and
$13,000,000 during 1992, $10,000,000 and $12,000,000 during the six months ended June 30, 1992, and
$8,100,000 and $13,000,000 during the six months ended June 30, 1993, respectively. The average
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interest rate and highest interest rate were 9.5% and 10.0% during 1991, 7.4% and 8.5% during 1992,
7.6% and 8.5% during the six months ended June 30, 1992, and 6.3% and 8.0% during the six months
ended June 30, 1993, respectively.

Under the previous secured revolving credit facility, sverage borrowings and the highest borrow-
ings outstanding were $500,000 and $2,500,000 during 1991. The average interest rate and highest
interest rate during 1991 were 9.1% and 9.6%. ‘

In conjunction with the refinancing discussed above, CRI also entered into a warrant agreement
with the bank. The warrants were valued at $11,607,000 in accordance with an independent appraisal
and were recorded as warrants outstanding with a corresponding reduction to the face amount of the
commercial bank financing. The warremt value is being amortized as debt discovat expense over the
term of the debt. Amortization of debt discount expense was $610, $2,096, $916 and $1,035 for the
years ended December 31, 1991 and 1992 and the six months ended June 30, 1992 and 1993.

This agreement provided the bank an option to convert the warrants to 15% of the issued and
outstanding shares of common stock of WPGH at the occurrence of certain triggering events, or at the
expiration date of August 30, 2001. On June 15, 1993, the Company purchased 13.33% of the warrants
outstanding for $850,000. The difference between the camrying value of the warrants and the purchase

price, net of related expenses of $500,000, was recorded as an extraordinary gain. The warrants are
puttable for cash based on predefined formuias.

The warrants are puttable for cash based on predefined formulas after certain triggering events.
Triggering cvents for put rights of the warrants are defined as the earlier of Seplember 30, 1993, the
date upon which the outstending debt becomes due or is refinanced, a merger or consolidation of CRI
or WPGH, a sale, lease or other disposition of all or substantially all of the assets of CRI or WPGH or

their subsidiaries, any change in control or if it becomes icgaily burdensome to bold such warrants.
The warrants can be called afier March 31, 1994,

The warrant agreement includes certain restrictions which prohibit WPGH from issuing any pre-
ferred stock or stock rights. Further, among other restrictive covenants, WPGH may not repurchase,
redeem or otherwise acquire any shares of common stock of any class, other than from present share-
holders. CRI may not incur, at any time, any indebtedness which in the aggregate is in excess of
$125,000,000. WPGH and its subsidiarics are restricted from incurring, at any time, any indcbtedness
which, in the sggregate, is in excess of $58,500,000. The warrant holders also have the right to partic-
ipate in any sales of WPGH’s stock on a pro-rata basis and share in the proceeds of certain asset or
stock sales subsequent to the redemption of the warrants.

In Scptember 1993, the Company purchased the remaining warrants outstanding for $9,000,000.
The carrying value of these warrants as of June 30, 1993, was $10,059,000.

F-11
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Notes payable and commercial bank financing consisted of the following as of December 31, 1991
and 1992, and June 30, 1993 (in thousands):

December 31, Jome 34,
i b5 1

Secured debt facility payable to a2 commercial bank, intes-
cst ranging amoag various base rates plus certain per-
centages above thebase rate .........ooeiennvnenn..s $ 80,000 §$ 71,333  $66,331

Secured revolving credit facility paysble to a commercial
bank, interest ranging among various base rates plus ces-
tain percentages above the baserate ................, 1,000 13,000 5,500

Subordinated installment notes payable to former majority
owners, interest at 8.75%, principal payments in varying
amounts due annually beginning October 1991 with a bal-

loon payment due at matutity .......ccieeiiiiiiaos.- 13,309 13,117 13,117
Notes pavable to former officer as described in Note 11,
INterest 8t 1690 .. .ouiiiaiiiiniancicsanaatoioranann 4,363 - -

Mortgages payable to various financial institutions, interest
ranging from 12% 1015% ............ciaiiian, .- 503 48 415
4,23

Unsecured instaliment notes to former minority stockhold-
ers of CRI and WBFF, interest ranging from 7% to 18% .

3,759 2231 3,904

104,934 102,129 89,267

Less — Unamortized debt discount .................. (10,996) (8,900) _ (7,865)
93,938 93,229 81,402

Current portion

.................................. {12,161) _(10,783) [10,862)
$ 81,777 $ 82,446 §70,540

Notes payable, as of June 30, 1993, mature as follows (in thousands):

1993 ...l Cettesenatntctesneanans $5413
1904 it iieictacianiaereerirranan 11,475
1008 i iiiereeieraiar e 13,631
1996 ... ... et et idasvecaneanns 13,750
L 33,732
1998 ... i Ceteereaeieaaenn 253
1999 and thereafter ... ..oviiiiieniinenanaaas 10,992

389,266

Substantially all of the Companies’ assets have been pledged as security for notes payable and
commercial bank financing. In addition, the stockholders have pledged their stock in SBG o the
commercial bank and have delivered mortgages and security agreements, as well as the $6,000,000
note received from the sale of WPTT as described in Note 8 (held by former SBG majority stockhold-
ers cffective March 1, 1993), as additional collateral. Further, Cunaingham Communications, Inc.
(Cunningham), Keyser Investment, Inc. (KCI), and Gerstell Development Limited Partnership
(Gerstell), ull businesses that are owned and controlled by the stockholders, were required to guaran-
tee obligations 1o the commercial bank. Cunaingham, KCI, and Gerstell are landiords of the Company’s

operating subsidiaries. The guarantees of Cunningham, KCl, and Gerstell are secured by pledges of
substantially all of the assets of each corporation.

The unsccured instaliment notes payable to former minority stockholders are payable in semian-
nual payments of $702,000 through 1997. Should SBG exercise the right to prepay the notes, a prepay-
ment penalty not to exceed $940,000 also becomes due to the noteholders.
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4. CAPITAL LEASES PAYABLE:

The Companies lease various station equipment and WBFF’s building and broadcasting tower
facilities under noncancelable capital leases. The building and broadcasting tower facilities are leased
from a related parly as described in Note 8. As of June 30, 1993, future payments due under these

leases are as follows (in thousands}:

......................................

--------------------------------------
.......................................

..........................

Present value of future capital lease payments .

3 819
1,776
1,328
1,366

693
43
227

The breakdown of capital lease abligations by type of lease as of December 31, 1991 and 1992, and

June 30, 1993, is as follows {in thousands):

Decemiber 31,
Lt 1
Capital keascs on equipment, intercest 1ates
averaging 11% ... ... ... .oiiiiiaaaen $3.077 $2,476
Capital leases for broadcasting tower facil-
ities, interest rates averaging 10% ..... 1,672 1,47
Caputat lease for building, interest at 17.5% 1,708 1,689
Capital keases for autos, interest at 11% .. 184 182
36,638 $3,88

S. PROGRAM CONTRACTS PAYABLE:

Jane 30,
1993

$2,173

1,365
1,673

142
$5,353

Future payments required under program contracts payable as of June 30, 1993, are as follows (in

thousands):

--------------------------------------

1998 and thereafter .................. Ceeees .

Less—Currentpottion ...........cccues .
Long-term portion of program contracts payable

Pl -~ -4

Included in the 1993 amounts are payments due in arrears of $1,746,000. In sddition, the Compa-
nies have entered into noncancelable commitments for future program rights aggregating $4,248,000 as
of June 30, 1993. As is consistent with prior years, program contracts payable and the assets related to
these commitments have not been recognized in the eccompanying consolidated financial statcments
8s all of the conditions specified in the related license agrcements have not been met.
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6. LOANS TO OFFICERS AND AFFILIATES:

On September 30, 1990, SBG sold Channel 63, Inc. (WIIB) to certain SBG stockholders. The
proceeds of this sale of $1,500,000 consisted of a note which was amended and restated on Jure 30,
1992. The remaining principal balance at that date was approotimately $1,459,000 and is payable in
equal principal and interest installments of $16,000 until September 2000, on which date a balloon
payment of approximately $431,000 is duc. The note carns 6.88% annual interest.

Also during the three months ended December 31, 1990, the years ended December 31, 1991 and
1992, and the six moaths ended June 30, 1992 and 1993, the Companies loaned the SBG stockholders
an additionat $70,000, $400,000, $809,000, $699,000 and $122,000, respectively. The 1992 and 1993
advances included $163,000 and $71,000 of accrued interest. The loans are payable to SBG on demand
and carn interest at rates ranging from prime plus 1% to 7.9%.

During 1990, WBFF soid certain station equipment to an affiliate for $512,000. The sale is ac-
counted for on an installment basis since the affiliate is in the start-up phase. The note is to be paid
over five years and earns annual interest at 11%.

7. INCOME TAXES:

SBG, including its consolidated subsidisries, files consolidated federal income tax returns and
separat¢ company state tax retums.

In February 1992, the Financial Accounting Standards Board issued Statement of Financial Ac-
counting Standards No. 109, *‘Accounting for Income Taxes’’. The Company retroactively adopted
the new accounting and disclosure rules effective January 1, 1990, resulting in an increase in net
income of $390,000 and $291,000 in the years ended December 31, 1991 and 1992, respectively, from
what would have been reported under the previous method.

The provision (benefit) for income taxes consists of the following (in thousands):
Three Months

Ended Years Ended Six Moaths Ended
December 31,  ___ _Decemberdl, Jume 38,
199 el 199 1992 1993
(waswdited)
Current
Federal .......cc.iiiiiinennnnnnns $300 $ (392) § (858) $(884) $(180)
SAte ...t _68 {42) 215 109 30
368 434) __(583) (1) (130
Deferred
Federal ... ...covivmiiiiieneannns {64) (988) (573) (49) (600)
L3 {7 {16) {158) {33) (13) (150)
(80 (1,146) (606) ) (150

$288 $1.580) $(1,189)  $87)  K(88O)

|
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The following is a reconciliation of the statutory federal income taxes to the recorded provision
(benefit) (in thousands):

Theee Months
Ended Years Ended Six Mounths Bnded
December 31, December 31, June 30,
B bic/ 19 1 1998
(onandited)
Statutory federal income taxes .......... $252 $(2,122) 3(2,203) $(1551)  $(2,158)
Adjustments -
State income taxes, net of federal effect . 34 (119) 160 63 (254)
Goodwill amartization ................ 95 430 484 243 235
Nontaxable gain on life insurance pro-
CEdS . coiviri it i e - - - - {337)

Portion of tax loss carryforward gener-
ated recorded as s valuation allowance - - - 1,800

1017 S {93) 231 37 408 {166)
Provision (benefit) for income taxes ... Lﬁi $(1,580) $(1,189) $ (83 § (880)

Durirg the six months ended June 30, 1993, the Company generated taxable losses of approxi-
mately §7,300,000, resulting in a deferred tax asset of $2,793,000. The total deferred tax asset as of
June 30, 1993 of $2,400,000 required an additional valuation alowance of $1,800,000 ~ the amount by
which the nct deferred tax asset exceeded the deferred tax liability.

Temporary differences between the financial reporting carrying amounts and the tax basis of
assets and liabilities give rise 10 deferred taxes. The principal sousces of temporary differences and
their effects on the provision (benefit) for deferred income taxes are as follows (in thousands):

Three Montls
Ended Years Ended Six Months Ended
Decembet 31, December 34, Jume 30,
D% wm M 1992 9%
@aavdited)
Progrsm contract amortization and net re-
alizable value adjustments ............ $(163) $ (644) $(8S3) $(405) $ 328

Deprecistion and amortization . .......... 66 169 (220) (117 (210)
Baddebtreserves .......o.coveenennnn. (24) 4 %9 (18) 20)
Tax credit carryforwards generated ...... - - (450) - -
Loss carryforward for tax purposes ...... - - - - (2,193)
Capital lease accounting ...........,.. .- 21 66 100 49 60
Defersed gain recogaition ............... 27 34 34 17 15
Deferred commission recognition ........ - (280) 89 44 -
Other ... . ittt e 47 (515) 731 358 70
Increase in valuation reserve ............ -~ - - 1,800

S0 $0156 NS  $(62)  $ 050

——————
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Total deferred tax assets and deferred tax liabilities as of December 31, 1991 and 1992, and June
30, 1993, and the sources of the difference between financial accounting and tax bases of the Company’s
assets and liabilities which give risc to the deferred tax assets and deferred tax liabilities and the tax
effects of cach are as follows (in thousands):

December 31, June 30,
1991 [7] .3
Deferred Tax Assets:

Tax credit carryforwands .. .. ...oovvuiueiaineaeenrananaans $ - $ 450 $ 450
Loss carryforward for tax purposes .............ccovevennn - - 2,793
Accounts receivable ... ...t it e 152 189 208
Deferred COMMISSIONS ....o.vcvvinreneeneroarenrerncsnsns 415 326 282
PIOgram CONACES .....ccviurnianeanacracsarassaiorsnnes 1,187 2,041 1,328
[0 1] 173 A 646 34 186
Valuation alloWance . .........coviniiininecnracnerannanns (600) (600) (2,400)

51,600  $2.800  $2,844

Deferred Tax Liabilities:
FCCCORSE tivieieiciieiiinninarnciansconcannns Cheaenn $1,557 $1,493 $1,461
Property and equipment . ........ ..ciiiiiiiiesiiirenann. 1,380 1,138 960
Capital lease accounting ........c.ccvvviiiiernierioinennns 155 254 315
Other . .iviiiiiiii i ittt beasann 64 665 108
$3,156 $3,550 $2.844

8. RELATED PARTY TRANSACTIONS:

Certain of the Companies have entered into sale-leaseback transactions in which they sold certain
facilities to Cunningham Communications, Inc. (Cunningham), & corporation owned by various SBG
stockholders, and then leased the facilities under noncancelable capital leases which expire in 1997 and
1998. These assets collateralize certain Cunningham notes payable. Aggregate rental payments rclated
to these capital leases during the three months ended December 31, 1990, the years ended December

31, 1991 and 1992, and the six months ended June 30, 1992 and 1993, were $168,000, $285,000, $354,000,
$173,000 and §182,000, respectively.

In August 1991, WBFF entered into a ten year capital lease at approximately $300,000 per year for

a new administrative and studio facility with Keyser Investment Group, Inc. (Keyser), a corporation
owned by the SBG stockholders.

Effective August 30, 1991, SBG sold substantially all of the assets of CRI which weze primarily
represented by the Pittsburgh television station, WPTT. The majority of the sales price was financed
through a term note of $6,000,000 and a $1,000,000 subordinated convertible debenture to CRL The
debenture is convertible for up o0 80% of the nonvoling capital stock of WPTT, subject to FCC
approval. The term note is secured by all of the assets and outstanding stock of the newly incorporated
station, The gain of $5,233,000, net of the investment in WPTT at the sale date, was deferred until the
realizability of the related notes was determined to be probable. Related to the sale of WPTT, CRI has

entered into lease agrcements whereby the new owner of WPTT rents usage of the tower aad the
station building owned by CRI.

In March 1993, CRI assigned the rights to the $6,000,000 term note received from the sale of
WPTT, plus accrued interest, to the former majority stockholders of SBG in exchange for $50,000 in
cash and a note for $6,559,000. The new note bears interest at 7.21% and requires interest only pay-
ments through September 2001, Monthly principal payments of $109,000 plus interest are payable
beginning November 2001 uniil September 2006, at which time the remaining priacipal balance plus
accrued interest, if any, is due. The deferred gain of $4,486,000 related to the $6,000,000 note was
recognized in 1992 as the realizability from the former stockhokders (to whom SBG owed $13,117,000
&s of December 31, 1992) was determined to be probable. This amount was recognized as additional
paid-in capital due to the related party nature of the transaction. 109
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During 1992, the $1,000,000 subordinated convertible debenture received from the sale of WPTT
was assigned to SBG’s current stockholders in exchange for $100,000 in cash and a $900,000 note
which bears interest at 7.9%. As the remaining note is due from current stockholders, the portion of
the gain related to the original $1,000,000 dcbenture is being recognized as a capital contribution as
cash is received. For the year ended December 31, 1992, and the six months ended June 30, 1993,
$90,000 and $23,000, respectively, were recognized as additional paid-in capital.

Related to the WPTT transaction, on August 30, 1991, CRI purchased substantially all of the
assets of another Pittsburgh television station, WPGH. The results of operations of WPTT through
August 30, 1991 and the results of operations of WPGH from August 30, 1991 through December 31,
1992 are incluced in the accompanying consolidated financial statements. CRI paid $55,000,000 for
WPGH which included approximately $11,656,000 for property and programeming costs and $9,993,000
of acquired intangible broadcasting assets. A deferred tax liability and corresponding additional good-
will of $1,950,000 was also recorded due to differences between the book and tax basis of the acquired
asscts. The remainder was alloceted to other intangidle assets based upon an independent appraisal
and is being amortized over periods ranging from 3 to 25 years.

In January 1992, WPGH entered into 2 management agreement with Keyser Communications,
Inc. (Keyser), an affitiated company owned by the stockholders of the Company, whereby WPGH
places on WPTT cenain of WPGH's excess programming on behalf of Keyser. Program contracts
deemed to have no value to WPGH were utilized under this arrangement during 1992 and 1993. Am-
ortized cost and net book value as of the beginning of the year for these contracts were approximately
$1,460,000 and $1,200,000 in 1992 and $695,000 and $85,000 for the six months ended June 30, 1993,
respectively. In consideration for this progrzamming, WPGH carns a 10% commission on all net reve-
nues generated for this and other programming plus the promotional use of any wnsold inventory on
WPTT. Any out-of-pocket cxpenses are reimbursed by Keyser, although WPGH does pay for com-
missions carned on the sales. Commissions and reimbursements, net of commissions, of approxi-
mately $112,000 in 1992 and $54,000 during the six months ended June 30, 1993, and promotional

commercial inventory valued at approximately $40,000 in 1992 and $17,000 during the six months
cnded June 30, 1993, were received under this arrangement.

9. EMPLOYEE BENEFIT PLAN:

The Sinclair Broadcast Group, Inc. 401(k) profit sharing plen and trust (the SBG Plan) covers
eligible employees of cach of the Companies. Contributions made to the SBG Pian include an em-
ployee clected salary reduction amount, company matching contributions and a discretionary amount
determined cach year by the Board of Directors. The Company’s 401(k) expense for the three months
ended December 31, 1990, the years ended December 31, 1991 and 1992, ang for the six months ended
June 30, 1992 and 1993, were $11,000, $79,000, $109,000, $55,000 and $69,000, respectively. There
were nro discretionary contributions during these periods.

10. CONTINGENCIES AND OTHER COMMITMENTS:

Lawsuits and claims are filed against the Companies from time to time in the ordinary course of
business. These actions are in various preliminary stages, and no judgments or decisions have been
rendered by hearing bosrds or courts. Management, after reviewing developments to date with legal
counsel, is of the opinion that the outcome of such matters will not have a material advesse cffect on
the Companics’ financial position or results of operations.
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The Companies have entered into operating leases for certain automotive and office cquipment, a
parcel of land and WTTE's broadcasting tower facility under 1crms ranging from three to ten years.
The rent expense under these leases, as well as certain leases under month-to-month arrangements, for
the three months ended December 31, 1990, the years ended December 31, 1991 and 1992, and the six
months ended June 30, 1992 and 1993, aggregated approximately $258,000, $268,000, $239,000, $120,000
and $108,000, respectively. Future minimum payments under the leases are as follows (in thousands):

8. . $118
1994 i iiieieiictacetecnrearanan 117
1995 ittt rrree s 2]
1996 - enveeeeee e ar e raas -

sz56

11. TRANSACTIONS WITH FORMER OFFICERS:

In December 1986, the Companies entered into certain not-to-compete agreements with a former
officer in the aggregate amount of $345,000 per year. This agreement ended May 1993.

On January 1, 1988, the Companics issued a note payable to another former officer in the amount
of $4,000,000 in consideration of a stock redemption. This note payable matured and was repaid in
February 1992, along with interest due m arrcars for this note.

Also during 1990, the Campanies paid §5,979,000 to this former officer in consideration of a stock
redemption and extensions of the existing not-10-compete and consulting sgreements through 1993. As
this transaction was & final redemption related to a step acquisition which began in 1986, this redemp-
tion was also accounted for under the purchase method of accounting. As such, the agreement resulted
in additional recorded acquired intangible broadcasting assets of $1,242,000 and other assets of
$4,800,000 in the Companies’ 1990 financial statements,

On January 1, 1988, the former officer also loaned the Companies §363,000, through a term prom-
issory aole. This note also matarcd February 1992. Interest on these notes accrued at 5.5% per annum
to be paid annually. Additional interest of 10.5% per annum, on the uapeid principal balance, was paid
at maturity along with the entice principel portion.

Additionaily, the Companies entered into various consulting and not-to-compete agrecments with
this former officer and a related consulting company. Under these agreements, annual consulting fees,
which were guaranteed by CRI and WBFF, of $563,000 and aggregate not-to-compete payments lotal-
ing $2,657,000 were payable through 1991. Payments under these agreements were $2,157,000 and
$2,512,000 during 1991 and 1992, respectively, with the final payment made in February 1992.

The expense under these agreements is being recorded on a straight-line basis over the life of the
agreements and is recorded in the Companies® consolidated statement of operations within the respec-
tive expense classifications to which they relate. Expenses recorded in excess of cash payments are

recorded as accrued liabilities, Expenses recorded under these agreemenats were $2,525,000 in 1991
and 1992,

12. LIFE INSURANCE PROCEEDS:

In May 1993, the Compeny received life insurance proceeds in excess of the carrying value of the
related policies of approximately $844,000. This nontaxable gain has been secorded as other income.
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13. ACQUISITION OF WPGH:

The unaudited pro forma summary consolidated resuits of operations for the three months ended
December 31, 1990, and the ycar ended December 31, 1991, assuming the acquisition of WPGH and
the sale of WPTT had occurred on October 1, 1990, is as follows (in thousands):

1% .
(Unsudited)
Revenues, Mot .. .ocivevunnrneroscuonnsennins $15,066 $56,547
Operating expenses, nct of depreciation and am-

OTtIZALION . ovivieionrnereeeronnrrarannaann 8,168 30,168
Depreciation and amortization................ 5,726 23,327
Other eXpenses, Nt ......c..covienvieinsnaas 3,338 14,311
Benefit for income taxes .......... ..o {800) (3,300)
NEt IO8S. . vttt vieraienenrraneranseneanns ${1,366) $(7,959)

14. SUBSEQUENT EVENTS:
Acquisitions

Subsequent 10 June 30, 1993, the Company eniered into an agreement with ABRY Communics-
tions, Inc. (ABRY) to purchase two of their stations for an aggregate purchase price of approximately
$6D million, plus approximately $56 million for covenants not-to-compete in these and the Company’s
current markets. These two stations, both of which are Fox affiliates, are WCGV in Milwaukee,
Wisconsin, and WTTO in Binningham, Alabama.

The Company has also entered into agreements to purchase the program coatracts and certain
other assets of television station WNUYV in Baltimore, Maryland, and WVTV in Milwaukee, Wiscon-
sin. These agreements are for an aggregate purchase price of approximately $65 million. The Company
will not be acquiring the FCC license and certain other related assets of cither station.,

A siandby letter of credit has been issued in the amount of $6,250,000 and placed with an escrow
agent to hold for the ABRY acquisitions. Restrictions against the Company’s revolving line of credit in
that amount are in place as long as the letter of credit remains open. The execution of the letter of
credit is limited to specific breaches of the agreements.

Bonuses Deciared

In September 1993, the Company declared special bonuses to be paid to executive officers totaling
$10,000,000. As the bonuses were compensation for various past services, the total amount has been

recorded as compensation expense during the six months ended June 30, 1993 and has been accrued as
of June 30, 1993.
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Report of Independent Accountants

To the Parwners of BBM Partaers, L.P.

In our opinion, the acoompanying financial siatements listed in the Index on pege F-1
present fairly, in all material respects, the financial position of BBM Partners, L.P. st
December 31, 1992 and 1991, and the results of its operations and its cash flows for
each of the two years in the period ended Decomber 31, 1992, in coaformity with
generally acceptod accounting principles. These financial statements are the
responsibility of the Partnership’s management; our responsibility is 1o express an
opinion on these financial statements based on our audits. We conducted our audits
of these sisicments in accordance with generally acoopied auditing standards which
require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misetaiemsent. An sudit includes
examining, on a test basis, evidence supparting the amounts and disclosures in the
financisal statements, asecesing the accounting principles used and significant estimates
made by management, and evaluating the overall Gnencial staiement presentation. We
believe that our audits provide a reasonable basis for the opinion expressed above.

Price Waterhouse

Boston, Massachusctts
March 22, 1993
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BBEM Partoers, L.P.
Balance Sheet

Assets

Current assets:

Cash and cash equivalents ....................
Accounts receivable, less allowance for doubtful
accounts of $151 in 1991 and $206in 1992 ... ...
Due from related parties ..........coanieainn
Broadcastrights, net ........c.ioivnmnieinenan
Prepaid expenses ...... Crvensesans vereriareaan.
Total current assets .........cveeevinineen.
Property and equipment, fct . ....iiiiieiiiiianen
Broadcast rights, et .........ccciiiiianiiaiane,
GoOodwill, MEE . ...iuiiiiiii it e
Other intangible assets, net .., . ... .....c.oaonl..

Lisbilities and Partners” Cspital

Current liabilities:
Current portion long-termdebt .................
Accountspavable ...........ciiiiiiiiiiiei.
Accrucd exXpenses .......... Cesiee i
Interest payable ............coviiiiiiiiin
Ductorelatedparties . .....c..ooiiinioeiinannn.
Broadcast rights payable .......................
Totat current liabilities .....................
Broadcast rights payable .........................
Long-term debt ....... Crebreaeamearans teeaans e
Commitments and cnmmgencncs (Note 8) ..........
Partners’ capital ...l il

December 31,
im 1992
(n thousands)

$ 386 $2.925
5,540 5,276
151 -
8,741 6,641
66 _ 108
14,884 14,951
16,835 14,736
9,955 6,631
18,565 18,085
337 2,889
$63,636 $57,292
s - $ 1,500
431 454
1,366 1,693
1,466 m
672 589
4,464 3,992
8,399 8,599
2,011 2,41
$9,201 56,537
(5,975) (10,085)
$63,636 $57,.292

The accompanying notes sre an integral part of these fmancial statements.
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BBM Partuers, L.P,

Statement of Operations
Year ended Decermber 31,
1991 1992
— (In theusanxis) —_
Revenues - net of agency and national representative com-
TISSIONS .. ouirieeeierenveranecnaatoasoseaccssonnnnnas $ 29,145 $30,521
Costs and expenses:
Programming, production and engineering ............... 3,21 3,192
Amortization of broadcast rights ............. ceaeeenns 14,366 10,817
Sales, promotion and marketing ........c.coeveiivnnnnnn, 4,200 4,670
Generat and administrative ... .........ioiiiiiiniaenns 7,590 8,043
Depreciation and amoOrtization .........ccevvviaiaenats 4,774 3,303
34,151 30,025
Income {loss) from OPerAIONS ... ...oiiiieiainnnninnn.s (5,006) 496
Interest inCOMeE ... ..ottt ieiacenneicenans 16 21
INterest EXPEnsSe ....covviienennoraroecranussarananes {6,056) {4,627)
Net 0SS . .iviiieiiiraieiieaeiriiasaaaenaneannnan $(11,086) $(4,110)

The accompanying notes are an integral part of these financial statements.
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BBM Partoers, L.P.

Statement of Changes in Partoers’ Capital
For the Years Eanded December 31, 1991 and 1992

General Limited

Partners Partmer Tatal
{in thoussnds)
Balance at December 31, 1990 ............. $ 4,685 $426 $ 5,111
Net loss for the year ended December 31,

1990 e e e i iercaniaaeaa {10,660) {426) {11,086)
Balance at December 31, 1991 ............. {5,975) - (5,975)
Net loss for the year ended December 31,

199 i i irrciab e, {4,110 - {4,110}
Balance at Decernber 31,1992 ............. $(10,085) § - $(10,085)

—p———
—_——

The accompanying notes are an integral part of these financial statements.
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BBM Partners, L.P.
Statements of Cash Flows

Cash flows from operating activities:
NEtIoSS . oovreienrearevnncansennesans ebtaeanaens e $(11,086) $(4,110)
Adjustments to reconcile net loss 10 net cash (vsed for) pro-
vided by operating activities:

Depreciation and amort&zation .............oeinon, 22712 2,15
Amortizationof goodwill .......... ..ot 480 430
Amortization of other intangible assets ............... 1,962 508
Amontization of broadcast rights, net of barter ......... 9,412 6,413
Loss (gain) on disposal of property and equipment ..... 60 22
(Increase) decrease in accounts receivable ............ {5,107)
(Increase) decrease in due from related parties ........ (151) 151
Decrease (increase) in prepaid expenses ............ ‘e 32 (43)
(Decrease) increase in accounts payable ............., (72) 23
{Decrease) increase in accrued expenses .............. {762) 27
Increase (decrease) in interest payable ................ 1,466 (1,095)
Increase (decrcase) in due 1o related parties ........... 133 (83)
Decrease in broadcast rights payable, net of barter . .. .. (4,904) {1,231)
Net cash (used for) provided by operating activities .. (6,265) 3,897
Cash flows from investing activities:
Additions to property and equipment ................... (48) (289)
Proceeds from sale of property and equipment ........... 6 95
Net cash used for investing activities ............... {242) (194)

Cash fiows from financing activities:

Proceeds from issuance of tong-term debt ............... 7,839 900
Repayment of long-term debt _..............c.oiihalls (2,636) (2,064)
Net cash provided by (used for) financing activities . .. 5,203 (1,164)
Net (decrease) increase in cash and cash equivalents ....... (1,304) 2,339
Cash and cash cquivalents at beginning of year ............ 1,690 386
Cash and cash equivalents atend of year ...........coeuus $ $2.925
Supplemental schedule of noncash imvesting and financing
activities:
Film contracts acquited .............c.oieiiiieinnnn.. S 5,408 $5
Film contract lisbility additions ................... veees S 5408 $ 5,449
The accompanying notes are an integral part of these financial statcments.
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BBM Partaers, L.P.
Notes to Financial Statements

1. ORGANIZATION

BBM Partners, L.P. (the ““Partnership™) is a joint veature of WITO-TV, Inc. and WCGV-TV,
Inc. (the ‘‘general partners’’) and Heller Financial, Inc. {the *“limited partner™) (Note 3). On Decem-
ber 21, 1990 the Partnership acquired the business and certain asscts and assumed certain liabilities of
HR Broadcasting Corporation, Inc., Channel 17 Associates, Ltd., HR Broadcasting of Birmingham,
Inc. and HR Broadcasting of Milwaukee, Inc. (the ‘“Sellers’’). The Partnership was organized under
the laws of the State of Delaware on December 11, 1990, The Partnership is a television broadcaster
serving the Milwaukee, Wisconsin arca through station WCGY on UHF Channel 24 and the Birming-
ham, Alabama area through station WITO on UHF Channel 21. In addition, the Partnership serves
the Tuscaloosa and Gadsen, Alabama markets through sebroadcast and affiliation agreements with
WDABB on UHF Channel 17 and WNAL on UHF Channel 44, respectively.

The acquisition described above has been accounted for as a purchase. Accordingly, the aggregate
acquisition cost has been allocated among the acquired assets and liabilities, in conformity with Opin-
ion No. 16 of the Accounting Principles Board, giving recognition to the fair value of the asscts

acquired. The aggregate acquisition cost and allocation- of such cost to the assets acquired are as
follows:

Aggregate acquisition cost:

Cash consideration...........cocvnveeiennsas $44,313
Direct acquisition costS....c..ovviiveiennn 529

$44.842

Application to assets and (liabilities):

Property and equipment ............ocenenns $19,135
Broadcast rights ......coieeieiiiiirinanan 28,330
Broadcast rights payable ................... (23,855)
Goodwill and other intangible assets ......... 21,232

$44.842

The Partnership funded the asset purchase principally through borrowings described in Note 6.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (IN THOUSANDS)

Allocation of Partnership Results to Partners’ Capital Accounts

The net loss of the Paninership is allocated among the capital accounts of the partners based on
their relative partnership interests until the limited partner’s capital has been exhausted. Thereafter,
net losses are allocated solely to the general partners. Net income is allocated in proportion 10 previ-
ously allocated net losses in reverse chronological order. Thereafter, net income is allocated to part-
ners based on their relative partnership interests, as defined in the agreement.

Revenue Recognition

Revenue from the sale of air time to advertisers is recognized when the advertisement is broad-
cast.

Broadcast Rights

Broadcast rights are stated ut the Jower of unamortized cost or estimated net realizable value.
Broadcast rights and the rclated liabilitics are recorded at the contract velue when the license period
begins and the right is available for use. Broadcast rights are amortized using the straight-line method
over the number of showings or license period. The net realizable vaiue of broadcast rights for which
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BBM Partners, L.P.
Notes to Financial Statements —(Confinued)

the Partnership is contractually committed is reviewed annually and revisions to amortization rates or
write-downs 10 net realizable value may occer. The current portion of broadcast rights represents
those rights available for broadcast which will be amortized in the succeeding year.

Property and Equipment

Property and equipment are recorded at cost and depreciated over the estimated useful lives of the
assets on a straight line basis. Major renewals and betterments are capitalized and ordinary repairs and
maintenance are charged to expense in the period incurred.

Goodwill and Other Intangible Assets

Goodwill aggregating $19,058 is amortized over 40 ycars using the straight-line method. At De-
cember 31, 1991 and 1992, accumulated amortization of goodwill aggregated $493 and $973, respec-
tively. Legal and accounting fees associated with the acquisition of loans, aggregating $3,084 and the
organization of the Partnership, aggregating $585, are capitalized and amortized over the term of the
related debt and five years, respectively, Intangible assets, aggregating $1,825, which arise principaily
from broadcast rights agreements, are amortized over the related agreement terms. At December 31,

1991 and 1992, accumulated amortization of other intangible assets aggregated $2,097 and $2,605,
respectively.

Barter Transaoctions

Revenue from barter transactions is recognized when advertisements are broadcast and services
or merchandise received are charged to expense when received or used. Revenues arising from barter
and trade transactions aggregated $5,236 and $4,718 in 1991 and 1992, respectively.

Income Taxes

The financial statements of the Partnership do not include any provision for federal or state in-
come taxes. All Paripership income, losses, tax credits and deductions are altocated among the part-

aers, Each partner is responsible to report its distributed share of Partnership results in its federal and
stalc income tax returns.

Cash and Cash Eguiivalents

The Partnership considers all highly liquid invesiment instruments purchased with an original
maturity of three months or less to be cash equivalents. The Partnership invests its excess cash in
treasury bills with banks. Accordingly, the investments are subject to minimal credit and market risk.

Reclassifications

Certain reclassifications were made to the December 31, 1991 financial statements to conform to

the current year presentation. These reclassifications have no cffect on the Partnership’s results of
opceration.

3. RELATED PARTY TRANSACTIONS (IN THOUSANDS)

ABRY Communications, L.P., parent of the general partners, provides certain administrative and
support services to the Partnership for which it is paid a management fee. Management fees aggregat-
ing $500 were charged to operations in 1991 and 1992, respectively. In subsequent years, these man-
apement fees are limited 10 $500 plus an annual increase not 1o exceed 5%. Unpaid management fees
and other amounts payable to ABRY Communications, L.P. totalling $672 and $589 are included in
smounts due 10 related parties on the accompanying balance sheet at December 31, 1991 and 1992,
respectively.
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BBM Partners, L.P,
Notes to Financial Statements - (Continued)

During 1991, the Partnership entered into an operating lease agreement with Kansas City TV 62
Limited Partnership, an entity which is related through common ownership, under which the Partner-
ship is the lessor of certain studio equipment and office furniture. The lease expires June 1, 1994 and
future rental income under the agreement approximates $45. Lease income of $18 and $28 was recog-
nized as of December 31, 1931 and 1992, respectively.

Heller Financial, Inc., the limitcd partner in the Partaership, is also the holder of the senior term
loan and the revolving credit facility referred to in Note 6.

4. PROPERTY AND EQUIPMENT (IN THOUSANDS)
Property and equipment consists of the following:

usefyl life December 31,
[yrsmd

ptc2 ) m
Land and impIOVEMERLS .. ......ccveveeenicnnenscann. - $ 867 $ 81
Builldings ....ooiiriiiiiii ittt i eeea s 30 2,614 2,627
TransSmisSION COWETS . .. .co. vvirnenacenaecncncosansanns 30 4,047 4,0n
Transmission cqQUIPMENt . ..........o.veerinnemneanns 78 4,450 4,450
Studio equipment ..........ccoiiiiiiiienienaas reenien 57 6,309 6,327
Vehicles, office equipment and l'urmture ........ cereeas 37 894 1,006
Leaschold improvements ............c.civviaveennens 5 26 26

19,207 19,381
Less — accumulated depreciation and awortization ..... rkyr 4,645

S16835  $14,736

5. BROADCAST RIGHTS (IN THOUSANDS)

The Partnership purchases the right 10 broadeast programs through fixed term license agreements.
Broadcast rights consist of the following:

December 31,
M 12
Aggregate Cost .......oiiiiiianennn s $28,566 $28,229
Less — accumulated amortization ... .. 9,870 14,957
18,696 13,272
Less — current portion .............. 8,741 6,641
$ 9,955 $ 6,631
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BBM Partuners, L.P.
Notes to Fimancial Statements — (Continued)

Contractual obligations incurred in connection with the acquisition of broadcast rights are $6,233,
including $2,258 of barter obligations. Future payments in connection with these contractual obliga-
tions are as follows at December 31, 1992:

1993 L i e ctieiiara e $3,992
3084 .. i iiieieiiasaeananan 1,223
1995 L. i eiie e eneaataieaes 630
1996 ...t 320
1 2 P 68
Thereafter ..ooviinirienniniiaranans -

$6,233

6. DEBT (IN THOUSANDS)
Long-term debt consists of the following:

December 31,

191 92
Senior term 08D ... .civiiiiiiiiiiireien.n. $39,000 $39,000
Senior subordinated term loan ... .....l.enes. 4,500 4,500
Revolving credit facility ..................... 1,164 ~
Subordinatednote .............c0iiiivniian 14,537 14,537
59,201 58,037
Less ~ curmrent portion .................. - 1,500
$59,201 $56,337

The Partnership has two term loan agrecments with financial institutions. Interest on the senior
term loan (Note 3) is variable based upon the Partnership’s option of selecting the prime rate plus a
computed margin rate which ranges from 1.50% to 1.75%, or the London Interbank Offer Rate (LIBOR)
plus a computed margin rate which ranges from 2.75% to 3.00%. The principal amount of the loan is
payable in 24 quarterly installments of varying amounts commencing March 31, 1993 and a final install-
ment of $22,125 duc December 31, 1998. The senior subordinated term loan bears interest, payable
monthly, at the base rate, computed by taking the higher of the Federal Funds rate plus 1% or prime,

plus a computed margin rate which ranges from 1.75% to 2.25%. The principal amount of the loan is
payable in full on January 31, 1999,

The revolving credit facility ( the “‘revolver™”) (Note 3) provides for borrowings up 1o $7,000 and
bears interest, payable monthly, at prime plus a computed margin rate rangiag from 1.50% to 1.75%.
The Partnership is charged a fee for the average daily unused portion of the revolver commitment at a
rate of 1/2% per annum, payable monthly. While the Partaership may repay all or a portion of the
revolver borrowings at any time, any outstanding principal must be paid in full on or before December
31, 1998. At December 31, 1992, there were no borrowings outstanding under the revolver.

The subordinated note interest on the outstanding principal is at the rate of 10% per annum.
Interest accrued through December 31, 1991 was paid on April 15, 1992, Interest accrued from January
1, 1992 through Junc 30, 1992 was paid on August 15, 1992. Interest thereafter accrues quarterly and is
due and payable 45 days after such quarterly date. The principal balance of the aote is payable on
January 11, 1999. As of December 31, 1991 and 1992 intercst payable on the subordinated note of
$1,466 and $371, respectively, has been recorded in the accompanying financial statements.

The timing of principal payments may be accelerated should the Partnership achieve a certaia
level of cash flows, 2s defined in the loaa agreement.
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BBM Partners, L.P.
Notes to Financial Statements — (Confinued)

The borrowings are secured by substaatially all of the Partnership’s assets and require the Part-
nership 10 comply with certain specified financial ratios and provisions.

Aggregate annual principal payments of Jong-term debt are as follows at December 31, 1992:

1993 i ecetiaeaens $ 1,500
1994 ......... e bereateranaeiranaeans 2,500
1995 ittt i reer e 3,000
1996 .\ttt e eaiaaeane 3,000
5 2 3,500
Thereafter .....c.cooivvnnrieiaeniinnnnn 44,537

$58,037

Interest paid during the period ended December 31, 1991 and 1992 was $4,629 and $5,721, respec-
tively.

7. RETIREMENT SAVINGS PLAN

The Partnership has adopted a retirement savings plan under Section 401{k) of the Internal Reve-
nue Code. This plan covers substantialty all employees of the Partnership and affiliated partnerships
who meet minimum age and service requirements and allows participants to defer a portion of theis
annual compensation on a pre-tax basis. Contributions from the Partnership are made on a monthly
basis in an amount equal to 20% of the participating employee contributions, to the extent such con-
tributions do not exceed 4% of the employees’ eligible compensation during the month, Additional
Partnership contributions to the plan may be made at the discretion of the Board of Directors. No
additional Partnership contributions were authorized for the years ended December 31, 1991 and 1992,

8. COMMITMENTS AND CONTINGENCIES (IN THOUSANDS)

Employment Agreements

The Partnership has employment agreements entitling certain key employees to appreciation rights
payable upon cither a change in control of the Partnership or the payment of certain partner cash
distributions. The employees vest in these rights at the rate of 20% per year from the date the rights
are granted, except that they vest fully if they are employees of the Partnership at the time the rights
become payable. Amounts due to the employees in cannection with these rights are determined by a
formula which considers appreciation in the value of the Partnership. Based upon management’s esti-
mate of the appreciation in the vatue of the Partnership, an accrual for compensation related to these
rights of $240 has been recorded at December 31, 1992,
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BBM Partners, L.P.
Notes to Financial Statements — (Continued)

Broadcast License Agreements

Broadcast rights acquired under license agreements are recorded as an asset and a corresponding
liability at the inception of the license period. In addition to these broadcast rights payable at Decem-
ber 31, 1992, the Partnership has $8,900 of commitments to acquire broadcast rights for which the
license period has not commenced and, accordingly, for which no liability has beea recorded. Future
minimum payments arising from such commitments cutstanding at December 31, 1992, of which $2,558
represents barter commitments, are as follows:

1993 ... ... feennrenenianean $1,922
1994 . e iieiiiiieieiiaaaa 1,328
1995 Lttt iieae e 1,649
1996 ..ottt aen e anaaan 1,703
$ . 2 1,313
Thereafter .o erneeiirree e rnnnccnanns 985

$8,900

Operating Leases

The Partnership leases 2 studio and other operating equipment under noncancellable operating
leases expiring in 2001, Under the terms of the studio lcase the Parinership has the option to renew the
Jease for an additional ten years. Charges to expenses for such leases aggregated $228 and $209 in 1991

and 1992, respectively. Future minimum leasc payments under these leases are as follows at December
31, 1992:

1993 L i i, $ 180
1994 ... oieiiie, Cheereiaeanae 135
1995 L L i iee i aaas 106
1996 ...t it 9
1997 ittt e e, 97
Thereafter .....c..ooviiiiiiiiainannia 788
Total minimum lease payments .......... $1,405
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BBM PARTNERS, L.P.

UNAUDITED BALANCE SHEET
JUNE 30, 1993
(in thousands)
ASSETS
CURRENT ASSETS:
Cash and cash equivalents. ............ieiivmecaiiainans

Accounts receivable, net of allowance for doubtful accounts of
L 72N

Current portion of program contract costs..............-.. .
Prepaid cxpenses and other current assets...............00s

Total current assets ..............coiiiicieiaiaiaiia
PROPERTY AND EQUIPMENT, net ...........ccociieaen..
PROGRAM CONTRACT COSTS, noncurrent portion ........

ACQUIRED INTANGIBLE BROADCASTING ASSETS, net
of accumulated amortization of $4,081 ............ ... ..c....

Total ASSEIS .. ..ivveinniiennnnnians trerarieneanne

LIABILITIES AND PARTNERS’ CAPITAL
CURRENT LIABILITIES:
Accounts payable
Accrued Rabifities .. ............. ol
Cursent portion of long-term liabilities —
Notes ptyable and commercial bank financing ...........
Program contracts payable . ... .........ccoiiiiiiiaes

Total current ligbilities . ... ......ccvirierr e

LONG-TERM LIABILITIES:
Notes payable . .......cooiiiiiiiiiiiiieiiieriaiironennns
Program contracts payable ............cociiieiiiiiiaaae,

Totsl liabilities

---------------------------------------

-----------------------------------

.................

$ 3,684

4,368
3,982

12,940
13,779
4,851

20,450
$52,020

The asccompanying notcs are an integral part of these unaudited balance sheets.,




